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IN THE MATTER OF THE APPLICATION
OF TUCSON ELECTRIC POWER
COMPANY FOR APPROVAL OF ITS
STRANDED COST RECOVERY

IN THE MATTER OF THE FILING OF ,
TUCSON ELECTRIC POWER COMPANY
OF UNBUNDLED TARRIFFS PURSUANT
TO A.A.C. R14-2-1601 et seq.

IN THE MATTER OF COMPETITION IN DOCKET NO.: RE-00000C-94-165

THE PROVISIONS OF ELECTRIC
OF ARIZONA.

IN THE MATTER OF THE APPLICATION
OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF ITS
PLAN FOR STRANDED COST
RECOVERY
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ARIZONA PUBLIC SERVICE COMPANY
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NOTICE OF FILING

M-S-R Public Power Agency hereby files its comments in the above-captioned
consolidated dockets.
RESPECTFULLY SUBMITTED this 20 day of November 1998.

By: ’&Lu 2
STEVEN C. GROSS
PORTER « SIMON
40200 Truckee Airport Road
Truckee, CA 96161

Secretary and General Counsel
M-S-R PUBLIC POWER AGENCY
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PORTER ¢ SIMON, P.C.
40200 Truckee Airport Road
Truckee, California 96161
Telephone: (530) 587-2002

Original and ten copies of the
foregoing filed this 30™ day
of November, 1998 with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

A copy of the foregoing was
mailed this 30™ day
of November, 1998 to:

All parties on the service list for
Docket No. E-01933A-98-0471

> V a
By SJ(?‘UQH C Grt‘éﬁ o
7
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PORTER « SIMON, P.C.
40200 Truckee Airport Road
Truckee, California 96161
Telephone: (530) 587-2002

OFFICIAL SERVICE LIST - DOCKET NO.: E-01933A-98-0471

Barbara Klemstine

ARIZONA PUBLIC SERVICE CO.
Law Department Station 9909

P.O. Box 53999

Phoenix, Arizona 85072-3999

Greg Patterson

RUCO

2828 N Central Ave Suite 1200
Phoenix, Arizona 85004

Michael A. Curtis

MARTINEZ &. CURTIS, P.C.

2712 North 7th Street

Phoenix, Arizona 85006

Attorneys for Arizona Municipal Power Users'
Association

Walter W. Meek, President
ARIZONA UTILITY
ASSOCIATION

2100 N. Central Avenue, Suite 210
Phoenix, Arizona 85004

INVESTORS

Rick Gilliam

LAND AND WATER FUND OF THE
ROCKIES '

2260 Baseline Road, Suite 200

Boulder, Colorado 80302

Charles R. Huggins

ARIZONA STATE AFL-CIO
5818 N. 7th Street, Suite 200
Phoenix, Arizona 85014-5811

David C. Kennedy

LAW OFFICES OF DAVID C. KENNEDY
100 West Clarendon Avenue, Suite 200
Phoenix, Arizona 85012-3525

Norman J. Furuta

DEPARTMENT OF THE NAVY
900 Commodore Drive, Building 107
P.O. Box 272 (Attn. Code 90C)

San Bruno, California 94066-0720

Thomas C. Horne

Mchael S. Dulberg

HORNE, KAPLAN & BISTROW, P.C.
40 North Central Avenue. Suite 2800
Phoenix, Arizona 85004

NOTICE OF FILING
J\Work\Clients\ENTITY\MSR\TEP Divestiture\Notice of Filing

Barbara S. Bush

COALITION FOR RESPONSIBLE ENERGY
EDUCATION '

315 West Riviera Drive

Tempe, Arizona 85252

Sam Defraw (Attn. Code 16R)
Rate Intervention Division
NAVAL FACILITIES
COMMAND

200 Stovall Street, Room 10512
Alexandria, Virginia 22332-2300

ENGINEERING

Rick Lavis
ARIZONA
ASSOCIATION
4139 East Broadway Road
Phoenix, Arizona 85040

COTTON GROWERS

Steve Brittle :

DON'T WASTE ARIZONA, INC.
6205 South 12th Street

Phoenix, Arizona 85040

Karen Glennon
19037 N. 44th Avenue
Glendale, Arizona 85308

AJO MPROVEMENT COMPANY
P.O. Drawer 9
Ajo, Arizona 85321

COLUMBUS ELECTRIC COOPERATIVE,
INC.

P.O. Box 631

Deming, New Mexico 88031

CONTINENTAL DIVIDE ELECTRIC
COOPERATIVE

P.O. Box 1087

Grants, New Mexico 87020

DIXIE ‘ESCALANTE RURAL ELECTRIC
ASSOCIATION

CR Box 95

Beryl, Utah 84714

GARKANE POWER ASSOCIATION, INC.

P.O. Box 790
Richfield, Utah 84701
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PORTER + SIMON, P.C.
40200 Truckee Airport Road
Truckee, California 96161
Telephone: (530) 587-2002

MOHAVE ELECTRIC COOPERATIVE, INC.
P.O. Box 1045 .
Bullhead City, Arizona 86430

MORENCI
COMPANY
P.O. Box 68
Morenci, Arizona 85540

WATER AND ELECTRIC

ARIZONA DEPT OF COMMERCE
ENERGY OFFICE

3800 North Central Avenue, 12th Floor
Phoenix, Arizona 85012

Betty Pruitt

ARIZONA COMMUNITY ACTION ASSOC.
2627 N. 3rd Street, Suite 2

Phoenix, Arizona 85004

Choi Lee

PHELPS DODGE CORP.
2600 N. Central Avenue
Phoenix, Arizona 85004-3014

Bradley Carroll

TUCSON ELECTRIC POWER CO.
P.O. Box 711

Tucson, Arizona 85702

Creden Huber

SULPHER SPRINGS VALLEY
ELECTRIC COOPERATIVE
P.O. Box 820

Willcox, Arizona 85644

Mick McElrath

CYPRUS CLIMAX METALS CO.
P.O. Box 22015

Tempe, Arizona 85285-2015

Wallace Kolberg

SOUTHWEST GAS CORP.
P.O. Box 98510

Las Vegas, Nevada 89193 -8510

A.B. Baardson
NORDIC POWER
4281 N. Summerset
Tucson, Arizona 85715

Michael Rowley

c/o CALPINE POWER SERVICES
50 West San Fernando, Suite 550
San Jose, California 95113

NOTICE OF FILING
JA\Work\Clients\ENTITYAMSR\TEP Divestiture\Notice of Filing

Dan Neidlinger
3020 N. 17th Drive
Phoenix, Arizona 85015

Jessica Youle

PAB300

SALT RIVER PROJECT
P.O. Box 52025

Phoenix, Arizona 85072-2025

Patricia Cooper

AEPCO

P.O. Box 670

Benson, Arizona 85602-0670

Clifford Cauthen
GRAHAM COUNTY ELECTRIC CO-0OP-

"P.O. Drawer B

Pima, Arizona 85543

Marv Athey

TRICO ELECTRIC COOPERATIVE
P.O. Box 35970

Tucson, Arizona 85740

Joe Eichelberger

MAGMA COPPER COMPANY
P.O. Box 37

Superior, Arizona 85273

Wayne Retzlaff

NAVOPACHE ELECTRIC CO OP INC.
P.O. Box 308

Lakeside, Arizona 85929

Craig Marks

CITIZENS UTILITIES COMPANY
2901 N. Central Avenue, Suite 1660
Phoenix, Arizona 85012

Steve Kean

ENRON

P.O. Box 1188

Houston, Texas 77251-1188

Jack Shilling

DUNCAN VALLEY
COOPERATIVE

P.O. Box 440

Duncan, Arizona 85534

ELECTRIC

Nancy Russell

ARIZONA ASSOCIATION OF INDUSTRIES
2025 N. 3rd Street, Suite 175

Phoenix, Arizona 85004
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40200 Truckee Airport Road

Truckee, California 96161
Telephone: (530) 587-2002

Barry Huddleston

DESTEC ENERGY

P.O. Box 4411

Houston, Texas 77210-4411

Steve Montgomery
JOHNSON CONTROLS
2032 West 4th Street
Tempe, Arizona 85281

Terry Ross

CENTER FOR ENERGY AND
ECONOMIC DEVELOPMENT
7853 E. Arapahoe Court, Suite 2600
Englewood, Colorado 80112

Ken Saline

K.R. SALINE & ASSOCIATES
160 N. Pasadena, Suite 101
Mesa, AZ 85201-6764

Louis A. Stahl
STREICH LANG

2 North Central Avenue
Phoenix, Arizona 85004

Sheryl Johnson

TEXAS-NEW MEXICO POWER CO.
4100 International PI

Fort Worth, Texas 76109

Ellen Corkhill

AARP

5606 North 17th Street
Phoenix Arizona 85016

Phyllis Rowe

ARIZONA CONSUMERS COUNCIL
6841 N. 15th Place

Phoenix, Arizona 85014

Andrew Gregorich
BHP COPPER

P.O. Box M

San Manuel, Arizona

Larry McGraw

USDA-RUS

6266 Weeping Willow

Rio Rancho, New Mexico 87124

Jim Driscoll

ARIZONA CITIZEN ACTION
2430 S. Mill, Suite 237
Tempe, Arizona 85282

NOTICE OF FILING
J\Work\Clients\ENTITY\MSR\TEP Divestiture\Notice of Filing

William Baker

ELECTRICAL DISTRICT NO. 6
P.O. Box 16450

Phoenix, Arizona 85011

John Jay List

General Counsel

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORP.
2201 Cooperative Way

Herndon, Virginia 21071

Wallace Tillman

Chief Counsel

NATIONAL RURAL ELECTRIC
COOPERATIVE ASSOCIATION
4301 Wilson Blvd.

Arlington, Virginia 22203-1860

Robert Julian

PPG

1500 Merrell Lane
Belgrade, Montana, 59714

C. Webb Crockett

FENNEMORE CRAIG

3003 N. Central Avenue. Suite 2600
Phoenix, Arizona 85012-2913

Attorneys for Asarco, Inc.. Cyprus Climax

Metals Co.;
Enron, Inc. and AAEC

Robert S. Lynch
340 E. Palm Lane, Suite 140
Phoenix, Arizona 850044529

Douglas A. Oglesby

Vantus Energy Corporation °

353 Sacramento Street, Suite 1900
San Francisco, California 94111

Michael Block
Goldwater Institute
Bank One Center

201 North Central
Concourse Level
Phoenix, Arizona 85004

Stan Barnes

Copper State Consulting Group

100 W Washington Street, Suite 1415
Phoenix, Arizona 85003
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Carl Robert Aron

Executive Vice President and COO
Itron. Inc.

2818 N. Sullivan Road\

Spokane, Washington 99216

Douglas Nelson

DOUGLAS C NELSON PC

7000 N. 16th Street, Suite 120-307
Phoenix, Arizona 85020

Lawrence V. Robertson Jr.
MUNGER CHADWICK PLC
333 North Wilmot, Suite 300
Tucson, Arizona 85711-2634
Attorney for PGE Energy

Tom Broderick
6900 East Camelback Rd. # 700
Scottsdale., Arizona 85251

Albert Sterman

ARIZONA CONSUMERS COUNCIL
2849 East 8th Street

Tucson, Arizona 85716

Michael Grant
GALLAGHER & KENNEDY
2600 N. Central Avenue
Phoenix, Arizona 8500.4
Attorneys for AEPCO

Suzanne Dallimore

Antitrust Unit Chief
Department of Law Building
Attorney General's Office
1275 West Washington Street
Phoenix, Arizona 85007

Lex Smith

Michael Patten

BROWN & BAIN PC

2901 N. Central Avenue

Phoenix, Arizona 85001-0400

Attorneys for Morenci Water & Electric,
Ajo Improvement & Phelps Dodge
Corp.

Vinnie Hunt

CITY OF TUCSON

Department of Operations

4004 S. Park Avenue, Building #2
Tucson, Arizona 85714

NOTICE OF FILING
J\Work\Clients\ENTITY\MSR\TEP Divestiture\Notice of Filing

Steve Wheeler

Thomas M. Mumaw

SNELL & WILMER

One Arizona Center

400 E. Van Buren Street
Phoenix, Arizona 85004-0001
Attorneys for APS

William Sullivan

MARTINEZ & CURTIS, P.C.

2716 N. 7th Street,

Phoenix, Arizona 85006

Attorneys for Mohave Electric Cooperative and
Navopache Electric Cooperative

Elizabeth S. Firkins

INTERNATIONAL BROTHERHOOD OF-
ELECTRICAL WORKERS, L.U. #1116
750 S. Tucson Blvd.

Tucson, Arizona 85716-5698

Norman J. Furuta

Associate Counsel

Engineering Field Activity West

Naval Facilities Engineering Command
900 Commodore Drive. Bldg. 107

San Bruno, California 94066-5006

Jeff Woner

K.R. Saline & Associates
160 N. Pasadena

Mesa, Arizona 85201

Carl Dabelstein
2211 E. Edna Avenue
Phoenix, Arizona 85022

Larry K. Udall

Arizona Municipal Power Users' Assoc.
2712 N. 7th Street :

Phoenix, Arizona 85006-1090

Roderick G. McDougall

City Attorney

Attn: Jesse Sears, Assistant Chief Counsel
200 W Washington Street, Suite 1300
Phoenix, Arizona 85003-1611

William J. Murphy

200 W Washington Street, Suite 1400
Phoenix, Arizona 85003-1611
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PORTER - SIMON, P.C.
40200 Truckee Airport Road
Truckee, California 96161
Telephone: (530) 587-2002

Russell E. Jones

33 N. Stone Ave., Suite 2100

P.O. Box 2268

Tucson, Arizona 85702

Attorneys for Trico Electric Cooperative Inc.

Christopher Hitchcock

P.O. Box 87

Bisbee, Arizona 85603-0087

Attorneys for Sulphur Springs Valley Electric
Cooperative, Inc.

Myron L. Scott

1628 E. Southern Avenue, No. 9-328

Tempe, AZ 85282-2179

Attorneys for Arizona for a Better Environment

Andrew Bettwy

Debra Joluc Walley

SOUTHWEST GAS CORPORATION
5241 Spring Mountain Road

Las Vegas, Nevada 89102

Barbara R. Goldberg

OFFICE OF THE CITY ATTORNEY
3939 Civic Center Blvd.

Scottsdale, Arizona 85251

Terry Ross

Center for Energy & Economic Development
P.O. Box 288

Franktown, Colorado 80116

Peter Glaser

DOHERTY RUMBLE & BUTLER PA
1401 New York Ave. N'W.,, Suite I 100
Washington, DC 20005

Phyllis Rowe

ARIZONA CONSUMERS COUNCIL
P.O. Box 1288

Phoenix. Arizona 85001

Bradford A. Borman
PacifiCorp

201 S. Main, Suite 2000
Salt Lake City, Utah 84140

Timothy M. Hogan

Arizona Center for Law in the Public Interest
202 E. McDowell Rd., Suite 153

Phoenix, Arizona 85004

NOTICE OF FILING
F\Work\Clients\ENTITYAMSR\TEP Divestiture\Notice of Filing

Marcia Weeks
18970 N. 116th Lane
Surprise, Arizona 85374

John T. Travers

William H. Nau

272 Market Square, Suite 2-724
Lake Forest, Illinois 60045

Timothy Michael Toy
WINTHROP, STIMSON,
ROBERTS

One Battery Park Plaza
New York, New York 10004-1490

PUTNAM &

Stephanie A. Conaghan

DUANE, MORRIS & HECKSCHER LLP-
1667 K Street N.W., Suite 700
Washington, D.C. 20006-1608

Raymond S. Heyman

Darlene M. Wauro -

ROSHKA HEYMAN & DEWULF, PLC
Two Arizona Center

400 North 5% Street, Suite 1000

Phoenix, Arizona 85004

Attorneys for New Energy Ventures, L.L.C.

Steven C. Gross

Porter « Simon

40200 Truckee Airport Road

Truckee, California 96161

Attorney for M-S-R Public Power Agency

Paul Bullis, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Director Utilities Division .
ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

ARIZONA REPORTING SERVICE. INC.

2627 N. Third Street, Suite Three
Phoenix, Arizona 85004-1104
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40200 Truckee Airport Road
Truckee, Califomnia 96161
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RECEIVED
BEFORE THE ARIZONA CORPORATION COMMISSION

JIM IRVIN
COMMISSIONER-CHAIRMAN Hov 30 11 55 A '98

RENZ D. JENNINGS '
COMMISSIONER e

CARL J. KUNASEK DocuMCNT covraan
COMMISSIONER

IN THE MATTER OF THE APPLICATION
OF TUCSON ELECTRIC POWER
COMPANY FOR APPROVAL OF ITS
STRANDED COST RECOVERY

DOCKET NO.: E-01933A-98-0471

IN THE MATTER OF THE FILING OF
TUCSON ELECTRIC POWER COMPANY
OF UNBUNDLED TARRIFFS PURSUANT
TO A.A.C. R14-2-1601 et seq.

DOCKET NO.: E-01933A-97-0772 -

IN THE MATTER OF COMPETITION IN DOCKET NO.: RE-OOOOOC-94-165

THE PROVISIONS OF ELECTRIC
OF ARIZONA.

IN THE MATTER OF THE APPLICATION
OF ARIZONA PUBLIC SERVICE
COMPANY FOR APPROVAL OF ITS
PLAN FOR STRANDED COST
RECOVERY

DOCKET NO.: E-01345A-98-0473

IN THE MATTER OF THE FILING OF
ARIZONA PUBLIC SERVICE COMPANY
OF UNBUNDLED TARIFFS PURSUANT
TO A.A.C. R14-2-1601 et seq.

DOCKET NO.: E-01345A-97-0773

COMMENTS OF M-S-R PUBLIC

)
)
)
)
)
)
)
)
)
)
)
)
%
SERVICES THROUGHOUT THE STATE )
)
)
)
)
)
)
)
)
)
)
)
)
g
) POWER AGENCY .

M-S-R Public Power Agency (“M-S-R”), Intervenor in the above-captioned consolidated
dockets, hereby submits the following comments.
I Background

M-S-R is a public joint exercise of powers agency duly organized and existing under the

laws of the State of California, whose members are the Modesto Irrigation District, California,

COMMENTS OF M-S-R PUBLIC POWER AGENCY Page 1
J\Work\Clients\ENTITY\MSR\TEP Divestiture\Comments.Ple
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Truckee, California 96161
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the City of Santa Clara, California and the City of Redding, California. M-S-R’s principal office
is located in Modesto, California. M-S-R and Tucson Electric Power Company (“TEP”) are two
of the owners of the San Juan Generating Station (“SJGS™), a four unit coal-fired steam electric
generating plant located near Farmington, New Mexico. M-S-R currently owns 28.8% of Unit
No. 4 and 8.7% of the Plant Common and TEP currently owns 50% of Unit No.1 and 50% of
unit No. 2 and 19.8% of the Plant Common. M-S-R also owns a portion of the high voltage
transmission system in Arizona, to wit, an 11.5% interest in the 500 kV Mead-Phoenix
Transmission Project, managed by the Salt River Project (“SRP”), and constructed under an
authority granted by the ACC.

II.  Agreements Between M-S-R and TEP

A.  Sale of Option Agreement

M-S-R and TEP entered into the Sale of Option Agreement. on November 29, 1982.
Pursuant to this Agreement, M-S-R purchased TEP’s option to acquire up to a 28.8% ownership
interest in Unit No. 4 of the SJGS. In addition, pursuant to the Sale Of Option Agreement TEP
has a continuing duty to represent and protect M-S-R’s interests in the SJGS. Any arrangement
by which TEP divests itself of its interests in the SJGS must include provisions that do not impair
TEP’s existing contractual obligations and which adequately protect M-S-R’s interests.

B. Interconnection Agreement

M-S-R and TEP entered into the “Interconnection Agreement between Tucson
Electric Power Company and M-S-R Public Power Agency, executed on September 20, 1982
(“Interconnection Agreement”), under which TEP provides M-S-R with certain electric util’ity
services. The Interconnection Agreement is absolutely vital and integral to M-S-R, as it provides
the transmission path for delivery of SJIGS capacity to M-S-R’s members.

Pursuant to Service Schedule D, Power Exchange Agreement, of the Interconnection
Agreement (“Service Schedule D”), TEP has agreed to accept up to 150 MW of generation at San
Juan from M-S-R and provide M-S-R with an equal amount of generation at locations of M-S-R’s
choice, including the Palo Verde Switchyard, Westwing Substation and Moenkopi Substation.

TEP has agreed to provide this service at no on-going cost to M-S-R and M-S-R will not be

COMMENTS OF M-S-R PUBLIC POWER AGENCY Page 2
JA\Work\Clients\ENTITY\MSR\TEP Divestiture\Comments.Ple
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Truckee, California 96161
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subject to charges for transmission losses that TEP may accrue as a result of providing this pre-
paid service.! The term of this service extends through April 30, 2025.

This service has great value to M-S-R, as it provides the sole means for M-S-R to deliver
its San Juan power across western New Mexico and eastern Arizona for the delivery to California.
Further, the value of this service is greater than if conventional transmission service were
purchased to deliver the pbwer, as no losses are incurred for this service and the service can not
be terminated during the current economic life of the SIGS. Finally, TEP cannot refuse to
perform under Service Schedule D due to transmission limitations within Arizona or upon the
TEP transmission system. This particular characteristic further makes the arrangement superior
to any available transmission service. M-S-R intends to enjoy the benefits of Service Schedule
D for the economic life of M-S-R’s generating assets in New Mexico.

Pursuant to Service Schedule E, Reserve Sharing, of the Intefconnection Agreement
(“Service Schedule E”), M-S-R and TEP have agreed to share capacity between their ownership
interests in the SJGS for scheduling purposes. Pursuant to Service Schedule E, M-S-R assigns
one-half of its scheduling rights in San Juan Unit 4 to TEP and, in exchange, TEP assigns a like
amount of scheduling right to M-S-R from TEP’s interests in San Juan Unit 1 and San Juan Unit
2. M-S-R’s rights are spread equally between both units. The arrangement extends through the
life of Unit No. 4 of the SIGS and can be terminated by either party by three years’ édvance
written notice.

The value of this arrangement to M-S-R is that its risk of losing its total generation
entitlement at San Juan curtailment is virtually eliminated. As a result, the amount of operating
reserves necessary to support its generation is reduced, which reduces M-S-R’s overall cost of
providing power to its member utilities. Similarly, this arrangement currently mitigates a portion
of TEP’s risk of loss of SJGS generation due to curtailments.

The continuation of this service is beneficial to M-S-R and TEP. Upon termination of this

Service Schedule, M-S-R would likely seek to find an equivalent arrangement in order to reduce

The “pre-payment” for this service was negotiated as part of the Sale of Option Agreement The
current value of the pre-payment is estimated at $13,900,000.

COMMENTS OF M-5-R PUBLIC POWER AGENCY Page 3
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Truckee, California 96161
Telephone: (530) 587-2002

the cost associated with providing operating reserves. However, it may be difficult to find a

relationship that would meet M-S-R’s needs, as well as those services provided by TEP under

Service Schedule D.

ITI.  Settlement Agreement Between the Arizona Corporation Commission and TEP
The effect of the Settlement Agreement between the Staff of the Arizona Corporation

Commission and TEP (“Settlement Agreement”) on M-S-R’s rights, as described above, in the
various agreements between M-S-R and TEP is unclear and unknown. The confusion is at least
in part due to the use of numérous terms undefined in the documents served on the parties. For
example, pursuant to Section VIII of the Settlement Agreement and the Memorandum of
Understanding between Arizona Public Service Company‘ (“APS”) and TEP (“MOU”) attached
thereto, TEP may acquire the non-distribution related transmission assets (the “Transmission”) of
APS. It appears that TEP will transfer the Transmission to Transco, yet .“Transco” is undefined.
So it is unclear who or what is acquiring the Transmission and other transmission facilities.
Further, there is no statement in the Settlement Agreement as to whether TEP’s obligations to
provide transmission services to M-S-R (and perhaps to others) will also be transferred to Transco
or how those obligations will be met. This issue should be clarified.

There is also significant discussion of “Committed Uses” and “All Committed Uses” in
the Settlement Agreement, yet the terms are undefined. The statements that, “The definition of
All Committed Uses (existing or contemplated) supported by TEP will be explained to the ACC’s
satisfaction.” (Page 6 of the Settlement Agreement) and that, “TEP will not transfer any
Committed Uses with its generation divestiture.” (Page 7 of the Settlement Agreement.) are not
helpful. It is unclear whether M-S-R’s rights with respect to Service Schedules D and E to the
Interconnection Agreement are “Committed Uses” within the meaning of the Settlement
Agreement.

In the brief time given to review the Settlement Agreement, M-S-R has identified a
number of issues and concerns regarding the proposed “Transco,” including uncertainty as to its
authority, duties and scope of operations. It is reasonably foreseeable that certain of M-S-R’s

interests and rights may become impaired through the establishment of the proposed “Transco.”

COMMENTS OF M-S-R PUBLIC POWER AGENCY Page 4
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Truckee, California 96161
Telephone: (530) 587-2002

Some of the specific concerns identified to date include those described in the following
paragraphs.

The proposed “Transco” must essentially assume all obligations of TEP with respect to
Service Schedule D without change, otherwise the balance of benefits and burdens negotiated by
M-S-R and TEP in that agreement will be impaired. The ACC has previously addressed this
issue, wherein the benefits ascribed to TEP were allocated between TEP’s ratepayers and
shareholders. Although the benefits to M-S-R ascribed in this transaction did not, and do not, fall
under the jurisdiction of the ACC, the ACC can not take action interfering with or impairing M-
S-R’s contractual rights.

M-S-R is concerned that the quality of service provided by TEP acting as the proposed
“Transco” to M-S-R under Service Schedule D may be impaired by TEP’s divestiture of its
generation assets and attendant loss of direct operational control. Serviée Schedule D provides
for the delivery of firm power, without loss, at all times, and without interruption, pursuant to M-
S-R’s schedules. Such quality of service is dependent on stable transmission system operation
and prudent and careful balancing of loads, resources, and power flows. M-S-R expects that the
ACC will ensure that the Transco has sufficient authority to operate the transmission system and
control the dispatch of generation and import of power without prejudice to holders of existing
contractual rights and without effect on the owners of other transmission links, such as the Mead-
Phoenix Transmission Project, connecting the Arizona grid to the remainder of the WSCC system.

It is contemplated in Section VIII of the Settlement Agreement that transmission owned
by parties other than APS will be transferred to the Transco. Although the pérties such as SRP,
which own such transmission, are specifically listed in Section VIII of the Settlement Agreement,
other parties, such as M-S-R, which own major transmission facilities in Arizona, must not be
ignored. The proposed terms and conditions of all such transfers are not addressed in the
Settlement Agreement. Any order by the ACC must contain provisions clearly stating that the
arrangement between TEP and APS is not to be considered as precedent for any other similar
arrangements or transfers and that any other similar arrangements or transfers must be considered

on their facts, circumstances and merits.
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Rate design for the “license plate” or “postage stamp” rates contemplated under Section
VIII of the Settlement Agreement must not discriminate against the parties to existing
transmission service contracts, such as Service Schedule D, or against the owners of any
transmission facilities which may be transferred to the Transco. The parties to such contracts and
the owners of such facilities entered into or constructed them with the expectation of continuous
and economic service for the delivery of power and energy for the benefit of their customers and
ratepayers and must neither suffer any additional costs nor any degradation of service due to the
operation of the Transco. The ACC must also note that these rates may fall with the jurisdiction
of the FERC and the ACC should be prepared to support these nondiscriminatory principles in
any necessary and appropriate FERC filings.

Any ACC order establishing the auction protocols contemplated in Section VII of the
Settlement Agreement for the disposition of TEP’s generation assets, inéluding the SJGS, must
assure the joint owners, if any, of such facilities, that TEP’s duties and obligations shall not be
abrogated and that the rights of joint owners, such as those possessed by M-S-R in Service
Schedule D, shall not be impaired.

IV.  Due Process

The most fundamental elements of due process are notice and an opportunity to be heard.
To date, the parties have not been granted either of these to any meaningful extent. The
magnitude of the transactions contemplated by TEP’s divestiture plan aqd the Settlement
Agreement and the effect on M-S-R’s rights, and presumably the rights of other parties, is so
great that due process requires that additional time to conduct discovery, file testimony and/or
comments and to prepare for the hearing be granted.

M-S-R has been denied due process in these proceedings. Although, M-S-R’s request for
intervention was granted on October 8, 1998, it appears that the ACC’s service list has not been
amended to include M-S-R and it appears that M-S-R is not and has not been served with certain
documents. The procedures adopted by the ACC also deny M-S-R due process.

"
1
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V.  Request for Relief

WHEREFORE, for the foregoing reasons, M-S-R Public Power Agency respectfully:

A. Objects to the Settlement Agreement and prays that the Commission not approve
the Settlement Agreement in its present form or unless and until the parties are provided sufficient
time to review, digest and comment on it or on any future draft of it.

B. Objects to the time deadlines and procedures established by the ACC for these
consolidated dockets and that, at a minimum, the parties be provided with an additional 90 days
to conduct discovery and prepare testimony and comments, and therefore also requests that the
hearing date be extended by at least 90 days.

C. Requests that the ACC schedule and conduct full hearings on the reasonableness
and public benefit of each element in the Settlement Agreement.

D. Requests the development of a sufficient record to deteﬁnine that no contract
relating to the operation of existing generation and transmission in the State Arizona, nor any
contract relating to TEP’s operations outside of the State of Arizona is impaired.

WHEREFORE, M-S-R reserves the right to file additional testimony and comment and
to appear at the hearing. |

Respectfully submitted,

-~ ' (:’7
) i N
ot %AQL«JCA =

STEVEN C. GROSS
PORTER « SIMON

40200 Truckee Airport Road
Truckee, CA 96161

Secretary and General Counsel
M-S-R PUBLIC POWER AGENCY

November 30, 1998
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Certificate of Service

I hereby certify that

(A)  anoriginal and ten (10) copies of the foregoing Application for Leave to Intervene
were filed with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

—and—
(B)  a copy of the foregoing Application for Leave to Intervene was sent to:

Jerry L. Rudibaugh

Chief Hearing Officer

Arizona Corporate Commission
1200 West Washington Street
Phoenix, AZ 85007

Paul A. Bullis

Chief Counsel

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

—and—

(C)  acopy of the foregoing Application for Leave to Intervene was served via regular
U.S. mail upon each person designated on the attached Official Service List in this proceeding.

Dated at Truckee, California this 30th day of November, 1998. |
T ‘(.v“élkL/fM 4

Steven C. Gross
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OFFICIAL SERVICE LIST - DOCKET NO.: E-01933A-98-0471

Barbara Klemstine

ARIZONA PUBLIC SERVICE CO.
Law Department Station 9909

P.O. Box 53999

Phoenix, Arizona 85072-3999

Greg Patterson

RUCO

2828 N Central Ave Suite 1200
Phoenix, Arizona 85004

Michael A. Curtis

MARTINEZ &. CURTIS, P.C.

2712 North 7th Street

Phoenix, Arizona 85006

Attorneys for Arizona Municipal Power Users'
Association

Walter W. Meek, President
ARIZONA UTILITY
ASSOCIATION

2100 N. Central Avenue, Suite 210
Phoenix, Arizona 85004

INVESTORS

Rick Gilliam

LAND AND WATER FUND OF THE
ROCKIES

2260 Baseline Road, Suite 200

Boulder, Colorado 80302

Charles R. Huggins

ARIZONA STATE AFL-CIO
5818 N. 7th Street, Suite 200
Phoenix, Arizona 85014-5811

David C. Kennedy

LAW OFFICES OF DAVID C. KENNEDY
100 West Clarendon Avenue, Suite 200
Phoenix, Arizona 85012-3525

Norman J. Furuta

DEPARTMENT OF THE NAVY
900 Commodore Drive, Building 107
P.O. Box 272 (Attn. Code 90C)

San Bruno, California 94066-0720

Thomas C. Horne

Mchael S. Dulberg

HORNE, KAPLAN & BISTROW, P.C.
40 North Central Avenue. Suite 2800
Phoenix, Arizona 85004
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Barbara S. Bush

COALITION FOR RESPONSIBLE ENERGY
EDUCATION

315 West Riviera Drive

Tempe, Arizona 85252

Sam Defraw (Attn. Code 16R)
Rate Intervention Division
NAVAL FACILITIES
COMMAND

200 Stovall Street, Room 10812
Alexandria, Virginia 22332-2300

ENGINEERING

Rick Lavis ’
ARIZONA COTTON GROWERS
ASSOCIATION

4139 East Broadway Road

Phoenix, Arizona 85040

Steve Brittle

DON'T WASTE ARIZONA, INC.
6205 South 12th Street

Phoenix, Arizona 85040

Karen Glennon
19037 N. 44th Avenue
Glendale, Arizona 85308

AJO MPROVEMENT COMPANY
P.O. Drawer 9
Ajo, Arizona 85321

COLUMBUS ELECTRIC COOPERATIVE,
INC.

P.O. Box 631 )

Deming, New Mexico 88031

CONTINENTAL DIVIDE ELECTRIC
COOPERATIVE

P.O. Box 1087

Grants, New Mexico 87020

DIXIE ESCALANTE RURAL ELECTRIC
ASSOCIATION

CR Box 95

Beryl, Utah 84714

GARKANE POWER ASSOCIATION, INC.

P.O. Box 790
Richfield, Utah 84701
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MOHAVE ELECTRIC COOPERATIVE, INC.
P.O. Box 1045
Bullhead City, Arizona 86430

MORENCI
COMPANY
P.O. Box 68
Morenci, Arizona 85540

WATER AND ELECTRIC

ARIZONA DEPT OF COMMERCE
ENERGY OFFICE

3800 North Central Avenue, 12th Floor
Phoenix, Arizona 85012

Betty Pruitt

ARIZONA COMMUNITY ACTION ASSOC.
2627 N. 3rd Street, Suite 2

Phoenix, Arizona 85004

Choi Lee

PHELPS DODGE CORP.
2600 N. Central Avenue
Phoenix, Arizona 85004-3014

Bradley Carroll

TUCSON ELECTRIC POWER CO.
P.O. Box 711

Tucson, Arizona 85702

Creden Huber

SULPHER SPRINGS VALLEY
ELECTRIC COOPERATIVE
P.O. Box 820

Willcox, Arizona 85644

Mick McElrath

CYPRUS CLIMAX METALS CO.
P.O. Box 22015

Tempe, Arizona 85285-2015

Wallace Kolberg

SOUTHWEST GAS CORP.
P.O. Box 98510

Las Vegas, Nevada 89193 -8510

A.B. Baardson
NORDIC POWER
4281 N. Summerset
Tucson, Arizona 85715

Michael Rowley

c/o CALPINE POWER SERVICES
50 West San Fernando, Suite 550
San Jose, California 95113
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Dan Neidlinger
3020 N. 17th Drive
Phoenix, Arizona 85015

Jessica Youle

PAB300

SALT RIVER PROJECT
P.O. Box 52025

Phoenix, Arizona 85072-2025

Patricia Cooper

AEPCO

P.O. Box 670

Benson, Arizona 85602-0670

Clifford Cauthen

GRAHAM COUNTY ELECTRIC CO-OP -
P.O. Drawer B

Pima, Arizona 85543

Marv Athey

TRICO ELECTRIC COOPERATIVE
P.O. Box 35970

Tucson, Arizona 85740

Joe Eichelberger

MAGMA COPPER COMPANY
P.O. Box 37

Superior, Arizona 85273

Wayne Retzlaff

NAVOPACHE ELECTRIC CO-OP INC.
P.O. Box 308

Lakeside, Arizona 85929

Craig Marks

CITIZENS UTILITIES COMPANY
2901 N. Central Avenue, Suite 1660
Phoenix, Arizona 85012

Steve Kean

ENRON

P.O. Box 1188

Houston, Texas 77251-1188

Jack Shilling

DUNCAN VALLEY
COOPERATIVE

P.O. Box 440

Duncan, Arizona 85534

ELECTRIC

Nancy Russell

ARIZONA ASSOCIATION OF INDUSTRIES
2025 N. 3rd Street, Suite 175

Phoenix, Arizona 85004
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Barry Huddleston

DESTEC ENERGY

P.O. Box 4411

Houston, Texas 77210-4411

Steve Montgomery
JOHNSON CONTROLS
2032 West 4th Street
Tempe, Arizona 85281

Terry Ross

CENTER FOR ENERGY AND
ECONOMIC DEVELOPMENT
7853 E. Arapahoe Court, Suite 2600
Englewood, Colorado 80112

Ken Saline

K.R. SALINE & ASSOCIATES
160 N. Pasadena, Suite 101
Mesa, AZ 85201-6764

Louis A. Stahl
STREICH LANG

2 North Central Avenue
Phoenix, Arizona 85004

Sheryl Johnson

TEXAS-NEW MEXICO POWER CO.
4100 International PI

Fort Worth, Texas 76109

Ellen Corkhill

AARP

5606 North 17th Street
Phoenix Arizona 85016

Phyllis Rowe

ARIZONA CONSUMERS COUNCIL
6841 N. 15th Place

Phoenix, Arizona 85014

Andrew Gregorich
BHP COPPER
P.O. Box M

San Manuel, Arizona

Larry McGraw

USDA-RUS

6266 Weeping Willow

Rio Rancho, New Mexico 87124

Jim Driscoll
ARLZONA-CLTLZEN-ACTION
2430 S. Mill, Suite 237

Tempe, Arizona 85282
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William Baker

ELECTRICAL DISTRICT NO. 6
P.O. Box 16450

Phoenix, Arizona 85011

John Jay List

General Counsel

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORP.
2201 Cooperative Way

Herndon, Virginia 21071

Wallace Tillman

Chief Counsel

NATIONAL RURAL ELECTRIC
COOPERATIVE ASSOCIATION
4301 Wilson Blvd.

Arlington, Virginia 22203-1860

Robert Julian

PPG

1500 Merrell Lane
Belgrade, Montana, 59714

C. Webb Crockett

FENNEMORE CRAIG

3003 N. Central Avenue. Suite 2600

Phoenix, Arizona 85012-2913

Attorneys for Asarco, Inc.. Cyprus Climax
Metals Co.; Enron, Inc. and AAEC

Robert S. Lynch
340 E. Palm Lane, Suite 140
Phoenix, Arizona 850044529

Douglas A. Oglesby

Vantus Energy Corporation

353 Sacramento Street, Suite 1900
San Francisco, California 94111

Michael Block
Goldwater Institute
Bank One Center

201 North Central
Concourse Level
Phoenix, Arizona 85004

Stan Barnes

Copper State Consulting Group

100 W Washington Street, Suite 1415
Phoenix, Arizona 85003
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Carl Robert Aron

Executive Vice President and COO
Itron. Inc.

2818 N. Sullivan Road\

Spokane, Washington 99216

Douglas Nelson

DOUGLAS C NELSON PC

7000 N. 16th Street, Suite 120-307
Phoenix, Arizona 85020

Lawrence V. Robertson Jr.
MUNGER CHADWICK PLC
333 North Wilmot, Suite 300
Tucson, Arizona 85711-2634
Attorney for PGE Energy

Tom Broderick
6900 East Camelback Rd. # 700
Scottsdale., Arizona 85251

Albert Sterman

ARIZONA CONSUMERS COUNCIL
2849 East 8th Street

Tucson, Arizona 85716

Michael Grant
GALLAGHER & KENNEDY
2600 N. Central Avenue
Phoenix, Arizona 8500.4
Attorneys for AEPCO

Suzanne Dallimore

Antitrust Unit Chief
Department of Law Building
Attorney General's Office
1275 West Washington Street
Phoenix, Arizona 85007

Lex Smith

Michael Patten

BROWN & BAIN PC

2901 N. Central Avenue

Phoenix, Arizona 85001-0400

Attorneys for Morenci Water & Electric,
Ajo Improvement & Phelps Dodge
Corp.

Vinnie Hunt

CITY OF TUCSON

Department of Operations

4004 S. Park Avenue, Building #2
Tucson, Arizona 85714
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Steve Wheeler

Thomas M. Mumaw

SNELL & WILMER

One Arizona Center

400 E. Van Buren Street
Phoenix, Arizona 85004-0001
Attorneys for APS

William Sullivan

MARTINEZ & CURTIS, P.C.

2716 N. 7th Street,

Phoenix, Arizona 85006

Attorneys for Mohave Electric Cooperative and
Navopache Electric Cooperative

Elizabeth S. Firkins

INTERNATIONAL BROTHERHOOD OF -
ELECTRICAL WORKERS, L.U. #1116
750 S. Tucson Blvd.

Tucson, Arizona 85716-5698

Norman J. Furuta

Associate Counsel

Engineering Field Activity West

Naval Facilities Engineering Command
900 Commodore Drive. Bldg. 107

San Bruno, California 94066-5006

Jeff Woner

K.R. Saline & Associates
160 N. Pasadena

Mesa, Arizona 85201

Carl Dabelstein
2211 E. Edna Avenue
Phoenix, Arizona 85022

Larry K. Udall

Arizona Municipal Power Users' Assoc.
2712 N. 7th Street :

Phoenix, Arizona 85006-1090

Roderick G. McDougall

City Attorney

Attn: Jesse Sears, Assistant Chief Counsel
200 W Washington Street, Suite 1300
Phoenix, Arizona 85003-1611

William J. Murphy

200 W Washington Street, Suite 1400
Phoenix, Arizona 85003-1611
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Russell E. Jones

33 N. Stone Ave., Suite 2100

P.O. Box 2268

Tucson, Arizona 85702

Attorneys for Trico Electric Cooperative Inc.

Christopher Hitchcock

P.O. Box 87

Bisbee, Arizona 85603-0087

Attorneys for Sulphur Springs Valley Electric
Cooperative, Inc.

Myron L. Scott

1628 E. Southern Avenue, No. 9-328

Tempe, AZ 85282-2179

Attorneys for Arizona for a Better Environment

Andrew Bettwy

Debra Joluc Walley

SOUTHWEST GAS CORPORATION
5241 Spring Mountain Road

Las Vegas, Nevada 89102

Barbara R. Goldberg

OFFICE OF THE CITY ATTORNEY
3939 Civic Center Blvd.

Scottsdale, Arizona 85251

Terry Ross

Center for Energy & Economic Development
P.O. Box 288

Franktown, Colorado 80116

Peter Glaser

DOHERTY RUMBLE & BUTLER PA
1401 New York Ave. N.W., Suite I 100
Washington, DC 20005

Phyllis Rowe

ARIZONA CONSUMERS COUNCIL
P.O. Box 1288

Phoenix. Arizona 85001

Bradford A. Borman
PacifiCorp

201 S. Main, Suite 2000
Salt Lake City, Utah 84140

Timothy M. Hogan

Arizona Center for Law in the Public Interest
202 E. McDowell Rd., Suite 153

Phoenix, Arizona 85004
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Marcia Weeks
18970 N. 116th Lane
Surprise, Arizona 85374

John T. Travers

William H. Nau

272 Market Square, Suite 2-724
Lake Forest, Illinois 60045

Timothy Michael Toy
WINTHROP, STIMSON,
ROBERTS

One Battery Park Plaza
New York, New York 10004-1490

PUTNAM &

Stephanie A. Conaghan

DUANE, MORRIS & HECKSCHER LLP -
1667 K Street N.W., Suite 700
Washington, D.C. 20006-1608

Paul Bullis, Chief Counsel

Legal Division :

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Raymond S. Heyman

Darlene M. Wauro

ROSHKA HEYMAN & DEWULF, PLC
Two Arizona Center

400 North 5% Street, Suite 1000

Phoenix, Arizona 85004

Attorneys for New Energy Ventures, L.L.C.

Paul Bullis, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Director Utilities Division _
ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

ARIZONA REPORTING SERVICE. INC.

2627 N. Third Street, Suite Three
Phoenix, Arizona 85004-1104
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